LAURENS MUNICIPAL BROADBAND COMMUNICATIONS UTILITY
INDEPENDENT AURMTOR'S REPORTS
FINANCIAL STATEMENTS AND SUPPLEMENTARY INFORMATION
SCHEDULE OF FINDINGS

DECEMBER 31 2007




LAURENS MUNICIPAL BROADBAND COMMUNICATIONS UTILITY

LAURENS, IOWA

CONTENTS

Page
Officials 3
Independent Auditor's Report 4
Management’s Discussion and Analvsis 5-8
Financial Staternents;
Exhibit
Balance Sheets A )
Statements of Revenues, Expenses, and Changes i Net Assets B 10
Statements of Cash Flows C T
Notes to Financial Statemnents 12-15
SUPPLEMENTARY INFORMATION
Statements of Operations 17-18
Schedufe 1 - Communications Plant 19
Comrments on Balance Sheet 20-21
Independent Auditor's Report on Internal Control over Finansial Reporting
and on Compliance and Other Matters Based on an Audit of Financial Staterments
Performed in Accordance with Government Auditing Standards 22-23
Schedule of Findings 24.25%



LAURENS MUNICTPAL BROADBAND COMMUNICATIONS UTILITY

LAVURENS, IOWA

OFEICIALS

Name dxtle
Brad Olsen Trustee
Robert O. Bracsch Trustee
Richard Main Trustee

Jerm Expires
Aprit, 2009
Aprl, 2011

April, 2013



HMUNZELMAN, PUTZIER & CoO., PLC
CERTIFIED PUBLIC ACCOUNTANTS

JEFFORY 8. BTARK, C.F.A. 1100 WEST MUEMWAUKEE
KESTH G GERMANN, €54 STORM CAKE, IOWA BOSG8
FICHARD R, MOORE, G.P.A TR FER-BEGS
WESLEY B, STHLE, C.P.A, (RETIRED) FAX TYR-7BR-3GEZ
KENMETH A. PUTZIER, C.FA. (RETHRED) info@hpconpa.com

Wi HUNZELMAN, C.P A& 15211997

INDEPENDENT AUDITOR'S REPORT

Board of Trustees
Laurens Municipal Broadband Cornmunications Utility
Lavrens, lowa

We have audited the accompanying balance sheets of Laurens Municipal Broadband Communications
Utihity, a component unit of City of Laurens, as of and for the vears ended Decermber 31, 2007 and 2006, and the
related statements of revenues, expenses, and changes in net assets and cash flows for the vears then ended.
These financial statements are the responsibility of the Utlity's management. Our responsibility is to EXPITSs an
apinion on these financial statements based on our andits.

We conducted our audits in accordance with U8, generally accepted auditing standards and the standards
applicable to financial audits contained in Government Auditing Standards, issued by the Comptrolier General of
the United States. Those standards require that we plan and perform the audits to obtain reasonable assurance
about whether the financtal statements are free of material misstatement. An audit includes examining, on a test
basis, evidence supporting the amounts and disclosures in the financial statements.  An audit also includes
assessing the accounting principles used and significant estimates made by management, as well as evaiuating the
overall financial statement presentation. We believe that our audits provide a reagsonable basis for our opinion.

In our opimion, the financial statements referred 1o above present fairly, in all material respects, the financial
position of Laurens Municipal Broadband Communications Utility as of December 31, 2607 and 2006, and the
changes i its financial position and its cash flows for the vears then ended in conformity with U.S. generally
accepted accounting principles.

In accordance with Government Auditing Standards, we have also issued our report dated June 18, 2008, on
our consideration of Laurens Municipal Broadbend Communications Utility’s internal control over financial
reporting and our tests of its compliance with certam provisions of laws, regulations, contracts, grant agreements,
and other matters.  The purpose of that report is to describe the scope of our testing of internal control over
financial reporting and compliance and the results of that testing and not to provide an opinion on the internal
control over financial reporting or on compliance. That report is an integral part of an audit performed in
accordance with Government Auditing Standards and should be considered in assessing the results of our audits.

Management’s Discussion and Analysis on pages 5 through 8 is not a required part of the financial
statements, but is supplementary information required by the Governmental Accounting Standards Board, We
have applied certain limited procedures, which consisted principally of inquiries of management regarding the
methods of measurement and presentation of the required supplementary information. However, we did not audit

the mlormation and express no opinion on it
i;? L F
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MANAGEMENT'S DISCUSSION AND ANALYSIS

Laurens Municipal Broadband Communications Utility provides this Management's Discussion and Analysis
of its financial statements. This narrative overview and analysis of the financial activities ts for the vear ended
December 31, 2007, We encourage readers to consider s information in conjunction with the Utility’s financial
staterments, which follow,

FINANCIAL HIGHLIGHTS

n

e The Utility’s operating revenues were relatively unchanged, increasing by only $168 [rom 2006 to 2007,
o The Utilty’s operating expenses were 7%, or $68,950, more m 2607 than in 2006,

o The Utility's net assets decreased 3%, or $18,549, from December 31, 2006 to December 31, 2007,

USING THIS ANNNUAL REPORT

Laurens Municipal Broadband Communications Ulility is a single Enterprise Fund and presents its financial
statements using the economic resources measurement focus and accrual basis of accounting which s the same
measurement focus and basis of accounting emploved by private sector business enterprises. This discussion and
analysis are intended to serve as an introduction to Lawrens Municipal Broadband Communications Utility's
financial stalements. The annual report consists of a series of financial statements and other information, as
foliows:

s Management's Discussion and Analysis introduces the financial statements and provides an analytical
overview of the Uility"s Gmancial activilies,

e The Balance Sheets present information on the Unihiy's assets and liabitities, with the difference between
the two reported as net assets. Over time, increases or decreases m net assets may serve as a useful
indicator of whether the financial position of the Utility {s noproving or deteriorating.

e The Statements of Revenues, Expenses and Changes in Net Assets is the basto statement of activities for
proprictary funds. This stateraent presents information on the Uthty’s operating revenues and expenses,
non-operating revenues and expenses, and whether the Utility’s financial positiont has improved or
deteriorated as a result of the year's activities.

 The Staternents of Cash Flows present the change in the Utility’s cash and cash equivalents during the
year. This information can assist the user of the report in determining how the Utility financed s
activities and how it met its cash requarements.

e The Notes to Fimancial Statements provide addittonal information essential to a full understanding of the
data provided in the basic financial statements.



FINANCIAL ANALYSIS OF THE UTILITY

Staternents of Net Assets

As noted earlier, net assets may serve over time as a useful indicator of the Unhty’s financial position, The
Utility’s net assets for 2007 totaled approximately $663.000. This compares to approximately $681,000 for 2006,

A summary of the Utility's net assets 1 preserted below.

Current assets

Capital assets at cost, less accumulated depreciation
Total assets

Current Habihities

Total hablities

Net assets:
Invested in capital assets, net of related debt

Unrestricted

Total net assets

2007
$308,821

361,063

570484

361,663

301,208

5681420

The largest portion of the Utility’s net assets (55%) is invested in capital assets (e.g., land, buildings, and
equipment), less the relafed debt. The remaming net assets {8590) are the unresineted net assets that can be used

to meet the Utility’s obligations as they come due.
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FINANCIAL ANALYSIS OF THE UTILITY — (Continued)

Statements of Revenues, Expenses, and Changes in Net Assels

Operating revenues are received for providing cable, internet, and telephone services to the residents of the
City. Operating expenses are expenses paid to operate the Utility. The utilization of capital assets 15 reflected in
the financusd statements as depreciation, which allocates the cost of an asset over its expected useful life. A
surmmary of revenues, expenses, and changes in net assets for the vears ended December 31, 2007 and 2006, 15
presented below:

Chanees in Net Assets

2007 2006

Operating revenues:
(Cable services $ 223,673 5 204,265
Telephone services 468,057 528,383
Internet services 151,823 138K
(her operating revenue 178,069 145,976
Total operating revenue 1.021.622 1.021.454

Operating expenses:
Cable and internet services 208 638 276,049
Telephone services 83,628 372928
Depreciation 99,753 89,4065
Customers’ accounts expense 2,233 4 565
Admmistrative and general expense 215 5583 196.516
Head end expenses — maintenance 10,810 3,075
Head end expenses - operations 29.526 26,575
Total operating expenses 1,040,171 971,221
Increase (decrease) in net assets (18,549} 50,233
Net assets, beginning of year 681,420 631,187
Net assets, end of year 5.062.87] S 681,420

The Statements of Revenues, Expenses, and Changes in Net Assets reflect a negative vear with a decrease in
the net assets from 2006 to 2007,

The Utility’s operating expenses increased 7%, or $68,950, from 2006 to 2007, because of the addition of
digital cable television services and the upgrade of the distribution system from 750 Mhy to 1000 Mhz.

Statements of Cash Flows

The Statements of Cash Flows present information related to cash wmfows and ouwtflows, summarized hy
operating, and capital and related financing activities. Cash provided by operating activities inchudes charges for
service reduced by payments to employees and to suppliers. Cash used from capital and related financing
activities inchades the purchase of capital assets.



CAPITAL ASSETS

Al December 31, 2007, the Uldity had approximately $362,000 invested in copital assets, net of acoumulated
deprecration of approximately $707,000.  Depreciation charges totaled $99.783 for 2007 More detailed
information about the Utility's capital assets is presented in Note 3 fo the financial statements and in Schedule |
of the supplementary information.

ECONOMIC FACTORS

The current condition of the economy in the state continues 1o be a concern for Utility officials. Some of the
realities that may potentially become challenges for the Liility 10 meet are:

o Facilities at the Utility require constant maintenance and upkeep.

e Technology continues to expand and current technology becomes outdated presenting an on-gomng
challenge o maintain up to date technology at a reasonable cost.

» Staying competitive with the large nation-wide companies not only with the services offered but also the
price of these services.

CONTACTING THE UTILIETY S FINANCIAL MANAGEMENT

This fimancial report is designed to provide our citizens, taxpayers, customers, and creditors with a general
overview of the Utifity’s finances and 1o show the Utility’s accountability for the money 1t receives. 1f you have
questions about this report or need additional financial information, contact Laurens Mumicipal Power and
Communications Utilsty, 272 N Thard Street, Laurens, fowa.



LAURENS MUNICIPAL BROADBAND COMMUNICATIONS UTILITY

BALANCE SHEETS

BECEMBER 31, 2007 AN 2006

CAPITAL ASSETS
Ultility plant in service
Less accumulated depreciation
Tolal net capmial assets

CURRENT ASSETS
C‘ash and cash equivalents
Accounts receivable (less provision for
doubtiul accounts of $7,000 in 2007 and
$5,004) in 2006}
Due from eleciric utility
Prepaid expenses
Total current assets

Total assets

ASSELS

Exhibre A

2007

CATV & 2006

Telephone Internet Total Total
5 103,544 2964,764  $1.068,308 $1,013.942
83.260 H23 3RS 700,645 646,862
20 284 341.379 361,663 4647 080
481,308 {(387.851) 93,457 117,774
60,655 29 589 ), 244 163,007
322,746 322,746 269 (34
1,662 712 2374 2.307
R66.371 {357.55M) 08,821 492 127

886,655

$016171) ¥ 870484

SR80 207

PIABILITIES AN NET ASSHTS

CURRENT AND ACCRUED LIABILITIES
Accounts payable
Orther current and accrued habilities
Total current and accrued liabihities

NET ASSETS
Invested in capital assets, net of related debt
Unrestricted
Total net assets

Total liabtlittes and net assets

£102,589 596,079 F198.668 5205306
6.002 2.943 8,945 12,481
108.59] 99,022 207.613 23787
20,284 341,379 361,663 407,080
757,780 {456.572) 301,208 274.340
778064 (113.193) 602,571 681,420
HBE6.035 §.016171y  §870.484 8G9 207

The accompanying nodes are an integral part of this statement.

9



LAURENS MUNICIPAL BROADBAND COMMUNICATIONS UTILIFY
STATEMENTS OF REVENUE, EXPENSES, AND CHANGES IN NET ASSETS Exhibit B
FOR THE YEARS ENDED DECEMBER 31, 2007 AND 2006

2007 2006
CATV &

Telephone Internet Total Total

OPERATING REVENUES $621.406 3400.156  $1.021.622 $1.021.454
OPERATING EXPENSES

CATV and intesnet services - ZU8,63% 298,638 276,099
Telephone services 3B3,628 - IB3.628 372,528
Depreciation and amoriization 8,600 91,177 99,783 89,465
Customers” accounts expense 1,233 1,600 2,233 4,565
Administrative and general expense 154,108 61,445 215,553 146,516
Head end expenses - maintenance 1,924 8. 886 10,810 5,075
Head end expenses - operations 11,824 17,702 29,526 26,373
Total operating expenses 561,323 478,848 1,040,171 971,221
Change n net assets 60,143 (78,6923 {18,549 50,233
Net assets, beginmng of year 717,921 {(36.501) H51.420 631,187
Net assets, end of vear 7is064 S (115193y 5 602,871 8 681,470

The accormpanying notes are an integral part of this statement.
16



LAURENS MUNICIPAL BROADBAND COMMUNICATIONS UTILITY

STATEMENTS OF CASHTLOWS

FOR THE YEARS ENDED DECEMBER 31, 2007 AND 2000

INCREASE (DECREASE} IN CASH AND
CASH FQUIVALENTS — CASH FLOWS
FROM OPERATING ACTIVITIES:
Cash received from customers
Cash paid to suppliers and employees
Cash paid to employees
Net cash provided by operating activities

CASH FLOWS FROM NONCAPITAL
FINANCING ACTIVITIES
Advances to ¢lectric utility

CASH FLOWS FROM CAPITAL AND
RELATED FINANCING ACTIVITIES:
Additions to utility plant

NET INCREASE (DECREASE) N CASH AND
CASH EOQOUIVALENTS

Cash and cash equivalents at beginning of year

RECONCILIATION OF NET INCOME (LOSS)

TO CASH PROVIDED BY OPERATING ACTIVITIES:

Fixhibi €

Netmcome (loss)

Adjugtroents to reconcile operating income (loss)

to cash provided by operations:
Diepreciation
Changes in assets and labilities:
Decrease (increase) in accounts recesvable
Decrease in prepaid expenses
Increase (decrease} i accounts payable
Increase in other linbilites

Total adjustments

Net cash provided by operatmg activities

The accompanying notes are an integral part of this statement.

2007
CATV & 2006
Telephone Internet Total Towt
3636078 $398 307 §1,034,385  §£1.027,200
(477,090) (360,761 {837.851) {763,871
(77,2853 {35,492) (112.778) {107.938)
R1.703 2.053 83,756 158,365
{53.712) - (53.712) (26,243
(3,758) (30,608} (54.3606) {44 281)
24,3233 {48,553y (24.322) 84,841
457075 {339,296} 117.779 32938

5481308

SI8T.851)

$ 117779

$60.143  $.(78.692) S (18549) § 30233
8,606 91,177 99,783 89,465
14.612 (1,849) 12,763 5,746
47 (20 (67) (564)

956 (7,594 (6,638) 10,841
(2.567) (969) (3.536) (356)
21,560 80,745 102,305 105,132

5 81,703

AT

$..83,756

£.155.363




LAURENS MUNICIPAL BROADBAND COMMUNICATIONS UTILITY
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2007 AND 2000

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Lawrens Municipal Broadband Communications Utility 3s a component unit of City of Laurens. The Mayor
appoints the trustees of the Utility subject to approval by the City Council. The City Council also approves
the Utility's operating budget.

Laurens Municipal Broadband Comrnunications Litility provides telephone, cable, and internet services to
consumers in Laurens, Towa. Sale of local telephone, cable, and internet services are billed on the twentieth
of ecach month for service from the first to the end of the month billed. Sales of long distance telephone
service are billed on the twentieth of each month for usage through the fifteenth of the month. An unbilled
recervable m the amount of $2,031 has been rvecorded {82,518 at December 31, 2006} for the period
December 15 through December 31, Lawrens Municipal Broadband Communications Utility is billed by
their telephone, cable, and internet providers on a calendar month basis,

The Utility’s [inancial statements are prepared in conformity with accounting principles generally accepted
in the United States of America as prescribed by the Governmental Accounting Standards Board.

The preparation of financial statements in conformity with accounting principles generally accepted wn the
United States of America requires management to make estimates and assumnptions that affect the amounts

reported in the financial statements and accompanying notes, Actual results may differ from those estimates.

Reporting Enfity

For financial reporting purposes, Laurens Municipal Broadband Communications Utility has meluded ali
funds, organizations, agencies, boards, commissions, and authorities, The Utility has also considered all
potential component umiis for which it is financially accountable and other organizations for which the nature
and significance of their relationship with the Utility are such that exclusion would cause the Utility’s
financial statements to be misleading or meomplete. The Governmental Accounting Standards Board has set
forth eriteria 1o be considered in determining financial accountability, These critena include appointing a
voting majority of an organization's governing body, and (1) the ability of the Utility to impose 1ts will on
that organization or {2} the potential for the organization to provide specific benefits to, or impose specific
firnancial burdens on, the Utility. Laurens Municipal Breadband Communications Utility has no component
units which meet the Governmental Accounting Standards Board criteria.

Rasis of Presentalion

The accounts of Laurens Municipal Broadband Communications Utility are organized as an Enterprise rund.
Enterprise Funds are used 1o account for operations (a) financed and operated in a manner sinular to private
business enterprises, where the intent of the governing body is the costs {expenses, including depreciation) of
providing goods or services to the general public on a contmung basis be financed or recovered primartly
through user charges or (b where the governing body has decided pertodic deterpunation of revenues
earned, expenses incurred, and/or net ncome is appropriate for capital maintenance, public policy,
management control, accountabiltty, or other purposes.



LAURENS MUNICIPAL BROADBAND COMMUNICATIONS UZTLATY
NOTES TO FINANCIAL STATEMINTS
DECEMBER 31, 2007 AND 2000

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - (Continued)

Measurement Foous and Basis of Accounting

The financial staternents are reported using the economic resources measurement focus aud the accrual basis
of accoumting. Revenues are recorded when carned and expenses are recorded when a hability is incurred,
regardiess of the timmg of related cash flows. Grants and similar ifems are recognized as revenue as soon as
all eligihility requirements imposed by the provider have been met.

The Utility applies all applicable GASE pronouncerments, as well as the following pronouncements issued on
or before November 30, 1989, unless these pronouncements conflict with or contradict GASB
pronouncements:  Financial Accounting Standards Board Siatements and Inferpretations, Accounting
Principles Board Opinions, and Accounting Research Bulletins of the Commuttee on Accounting Procedure.

The Utility distinguishes operating revenues and expenses from non-operating items.  Operaling revenues
and expenses generally result from providing services and produeing and delivering goods in connection
with the Utility’s principal ongoing operations. All revenues and expenses not meeting this definition are
reported as non-operating revenues and expenses.

Cash, Investments, and Cash Equivalents - Investments are carried at cost which approximates market value,
For the purpose of reporting cash flows, cash and cash equivalents are readily convertible to known amounts
of cash and, at the day of purchase, have a maturity date no longer than three months.

Utility Plant - Utitity plant is stated at cost. Cosl of labor, materials, supervision, and other costs incurred
making improvements and replacements to the system, exceplt minor replacements, are charged to the plant
accounts while such costs mewred i making normal repairs, minor replacements, and maintaining the assets
i efficient aperating condition are charged to expense.

Provisions for depreciation of distribution plant are compuied op a straight-line basis employing a group
method. The original cosis of assets retired (not constituting the sale of an operating unit or system) together
with the costs of removal less salvage are charged to the related accumulated depreciation accounts. In
accounting for the sale of operating units or systems, gains or losses are reflected i net revenue.

Provisions for depreciation of general plant are computed on a straight-line basts employing the unit
depreciation method, The original cost of property retived 15 removed from the general plant accounts and
the related accumulated depreciation accounts are charged for the depreciation taken to date. Gain or loss is
recognized to the extent that the salvage value of the assets retired exceeds or falls short of the remaining
book value of the assets retived.

Compensated Absences - Utility emplovees accumulate a limited amount of earned but unused vacation
hours for subsequent use or for payment upon termination, death, or retirement. The Uulity’s hability for
accumulated vacation has been computed based on rates of pay in effect at December 31, 2007,

RBudgets and Budeetary Accounting - The Board of Trustees annually adopts a budget on the accrual basis
following required pubhc notice and hearing in accordance with the Code of Towa, The budget may be
amended during the year utilizing simitar statutorily prescribed procedures,




LAURENS MUNICIPAT BROADBAND COMMUNICATIONS UTILITY
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2007 AND 2006

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - (Continued}

The following is a comparison of revenues, expenses, and changes in net assets - actual to budget:

Actual 10

Budgeted Budget
Actual Amounts Variance
Revenues:

Use of money and property S 13,680 $ 20,000 S {6,320}
Charges for services 1,000,694 Q55 000 45,694
Miscellaneous . 7.248 .. 110,000 (102,752}
1,021,622 1,085,000 (63,378)
Expenses C 1040171 1,070,800 29,829
Net {18,549} 15,600 {33,549)
Net assets, beginming of year __ 681420 LLBTTAST 4233

Net agsets, end of year $.002.871 $ 81

The Utility's deposits in banks at December 31, 2007, were eatirely covered by Federal depository
insurance, or by the State Sinking Fand in accordance with Chapter 12C of the Code of lowa. This chapter
provides for additional assessments against the depositories to insure there will be no loss of public funds.

The Utility is authorized by statute to invest public funds in obligations of the United States government, its
agencies and instrumentalities; certificates of deposit or other evidences of deposit at federally insured
depository institutions approved by the Board of Trustees; prime eligible bankers acceptances; certam high
rated commercial paper; perfected repurchase agreements; certain registered open-end manageoment
investment companies; certain joint investment trusts; and wamants or unprovement certificates of a
drainage district.

Inierest rate risk -~ The Utility s investment policy Himits the investment of operating funds (funds expected
to be expended in the current budget year or within 15 months of receipt) to instruments that mature within
397 days. Funds not identified as operating funds may be invested in investments with matarities longer
than 397, days but the maturities shall be consistent with the needs and use of the Utility.

The Utility had no investments meeting the disclosure requurements of Governmental Auditing Standards
Board Statement Number 3, as amended by Staternent Number 40,

PLANT AND DEPRECIATION PROCEDURES

Listed below are the major classes of plant as of December 31, 2007 and 2006:

CATYV & 2006

Telephone Internet Total Tostal
Dyistribution plant % 59,681 K027989 5 97670 § 940,438
Oiher equipenent 43 863 36,775 80,638 73,504
Total plant $1433,544 5904 704  S1.068 308 $1.013947

Provision for depreciation and amortization has been compited at straight-line rates over the estimated
usetut lives of the property.
14
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LAURENS MUNICIPAL BROADBAND COMMUNICATIONS UTILITY
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2007 AND 2006

PENSION AND RETIREMENT BENEFIES

The Utility contributes to the Towa Public Employees Retirement System: (IPERS) which 1s a cost-sharing
multiple-employer defined benefit pension plan admimistered by the State of Jowa. IPERS provides
retirement and death benefits which are established by State statute to plan members and beneficianes.
IPERS issues a publicly available financial report that includes financial statements and required
supplementary information. The report may be obtained by writing to IPERS, P.O. Box 911 7. Des Mownes,
lowa, 50306-9117.

Plan members are vequired to contribute 3.90% (3.70% through June 30, 2007} of their anmnual covered
salary and the Utilify is required to contribute 6.05% {5.75% through June 30, 2007) of annual covered
payroll. Contribution requirements are established by State statue. The Utility’s contnibution to IPERS for
the years ending December 31, 2007, 2006, and 2005, were $6,196, $5,408, and $5,237, respectively, equal
to the required contributions for each vear.

RISK MANAGEMENT

Laurens Municipal Broadband Communications Uility is exposed to various risks of loss related to torts:
theft, damage to and destruction of assets; errors and omissions: injuries to employees; and natural disasters.
These risks are covered by the purchase of commercial insurance. The Utility assumes hablity for any
deductibles and claims in excess of coverage Hmitations. Settled claims from these risks have not exceeded
commercial insurance coverage in any of the past three fiscal vears.

SIGNIFICANT AREA CONCENTRATION OF CREDI) RISK

The Utility extends credii to its customers on terms no more favorable than standard terms of the mdusiry it
serves, A substantial portion of the Utility's customers are located m Laurens, lowa. The Utility's eredit
risks have been anticipated and management believes that adequate provision has been made for doubtiul
accounts.

RELATED PARTY TRANSACTION

Pursuant to lowa Code Chapter 28E.18 concerning the joint use of facilities through sharing agreements. the
Laurens Munteipal Broadband Communications Utility and the Laurens Municipal Light and Power Plant
have entered into an agreement whereby the Communications Utility shall pay the Electric Utility the sum of
$175,000 on or before the first day of June each year for the use of a portion of the Communications
distribution system for the previous calendar year. The term of this agreement 1s forty years and payments
are due June | of each vear.
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Board of Trustees
Laurens Municipal Broadband Communications Utihity
Laurens, Towa

The primary purpose of our examination was to formulate an opinton on the financial statements taken as a
whole, The additional information presented in the following pages was prepared on the basis of audit procedures
applicd in our exanmnation of the financial statements. This information, while not considered necessary for fair
presentation of the financial statements 15, in our opinion, fairly stated in all material respects when cossidered in
redation to the financial statements taken as a whole.

/
Junc 23, 2008 /éf’é"?"” y
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LAURENS MUNICIPAL BROADBAND COMMUNICATIONS UTHLITY

YEARS ENDED DECEMBER 31. 2007 AND 2006

STATEMENTS OF OPERATIONS

2007
CATV & 2006
Telephone Internet Total Tolal
COPERATING REVENLIES
Sale of cable services:
Rasic and digital cable $ - $223.673  § 223,673 $2(34.265
Sale of telephone services
Locat 201,048 " 1,048 216,170
Long distance 54,387 - 54,387 07,706
Accesy fees 212,622 - 212,622 241,507
Internet - 151823 151,823 138,830
Transpost fee credits 90,900 - G0, 900 90,900
Special circuits 20,790 20,790 20.80%
Other 14,7755 - 14,753 5,484
USAC - High cost 1.836 - 1,836 6,934
Wireless phone sales/commissions 22,400 - 22,460 -
Tower lease fees - 13,680 13,680 13,680
Converters . 6,400 6,400 5,984
Miscellaneous 2,668 4,580 7.248 6186
Total operating revenue 621,466 400,150 1.021.622 1,021,454
OPERATING EXPENSES
Cost of serviee:
Basic and digital programmung - 166,276 166,276 143,472
Internet foes - 41 962 41.962 37,228
Transpoyt fees 23,522 5.400 28,922 24,190
Switching fees 76,326 - 76,326 79,017
Long distance fees 72,333 - 72,333 79,683
Agcess fees 81,195 - %1,195 91,658
Billing fees 20,562 - 20,562 20.930
[Hluminet fees 3,309 - 3,309 3.008
Directory histing tees 5,004 - 5.094 4,841
Wireless fees 11,227 - 11,227 -
Jomt use tees 50,000 55,000 175.600 163.004
Total cost of service 383,628 298,638 682,266 649,027
Head end systeny:
Wages and benefits 6,472 8,767 15,239 13,476
Operating expenses and supplies 3,352 8,935 14,287 11,029
Customers” installation expense - - - 2,068
Maintenance and repairs 1,103 8,177 9,280 3,700
Buildings and grounds 821 709 1,530 1,375
Depreciation 5,968 59,045 95,013 85,233
Total head end system 19.716 115.633 135,349 116,881
Customers’ accounts expense:
Bad debt expense 1,233 1,000 2,233 4.565
Administrative and general expense:
Administrative and general salaries 72,505 26,621 96,126 93,869
Office supplies and postage 7975 3,766 11,741 12,416
Audits, legal, and consultation services 24.627 3,670 28,297 5.267
Property insurance 3,457 1,479 4,936 4,672
{Continued)



LAURENS MUNICIPAL BROADBAND COMMUNICATIONS UTIETTY
STATEMENTS OF OPERATIONS
YEARS ENDED DECEMBER 31, 2007 AND 2006

2007
CATV & 2006
Teiephone Irternet Total Total
OPLERATING EXPENSES - (Continued)
Administrative and general expense: (Continued)

Compensation msurance £ 20448 & 878 5 2,927 § 3,061
Fmployees’ group msurance PRID0 R, 145 26,245 29.621
Trustees' fees 630 270 260 260
Dues and subscriptions 2,515 1,280 3,795 4,706
Franchise requirement - cost of
services to City of Laurens 450 12,279 12,759 10,976
Legal publications L.O75 461 1.536 1336
Advertising and promotion 2,535 1,065 3,600 1.917
Convention, meeting, and travel expense 336 4 627 844
Diepreciation : 2,638 2,132 4,770 4232
Motor vehicle and work equipment expense 2,523 694 3217 2,799
911 fees 9,456 - 9,450 9,721
Misceltaneous 5.651 746 6.397 14.301

Total administrative and general expense 156,746 63.577 220,323 200,748

Total operaling expense 561,323 478.848 1.040.171 871221

Operating Income (loss) $ 60143 SUIR.602% 8 (18 540) & 50233
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LAURENS MUNICIPAL BROADBAND COMMIIN
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1 AURENS MUNICIPAL BROADBAND COMMUNICATIONS UTILEEY
COMMENTS ON BALANCE SHEET
DECEMBER 31, 2067

CAPITAL ASSETS  Cost $1.06%.308
Accumulated Depreciation 06,045 $ 361,663

Details of the utility plant are shown in the preceding schedule.

CASH AND CASH EQUIVALENTS § 93457
This balance consists of the following:
Interest
Rate Amount
Demand deposit NOW account:
Laurens State Bank - money market account 125% % 93457
ACCOUNTS RECEIVABLE $90,244
This balance consists of the following:
Accounts receivable - cable, infernet, and telephone sales:
November 15, 2007 - December 15, 2007 and past due £ 51,951
December 16, 2007 - Decemnber 31, 2007 2,031
Accounts Receivable Access Fees:
Octeber 19, 2007 - November 19, 2007 and past due 19,906
November 20, 2007 - December 31, 2007 23,356
Less: Allowance for doubtful accounts {7,000
).244
DUE FROM FLECTRIC UTILITY §.322.746
This balance consisis of funds loaned to the electric utility.
PREPAID EXPENSES S 2314
This batance consists of the following:
Prepaid insurance S..2374
ACCOUNTS PAYABLE $ 198,668
This balance consists of the following:
Pocahontas E911 - 4% quarter E911 fees % 2262
Long Lines - Telephone fees 6,395
Long Lines - Carrier access billing fees 8,805
Laurens Municipal Broadband Communications Ltlity - Joint use fees 175,000
City of Laurens - Franchise fees 5.906

Varjous, each less than $1,000 244

68
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OTHER CURRENT AND ACCRUED LIABIHLITIES $_ 8945

This balance sonsists of the following 1tems:

Accrued vacation, payroll and benefits 5 5.736
Accrued sales, use, and excise tax 3209

NEF ASSETS $ 662.871

Following ts a summary of the changes in this account during 2007

Balance, January 1, 2007 S 681,420
Change in net assets . A18.549)

Balance, December 31, 2007
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HUNZELMAN, PUTZIER & Co., PLC
CERTIFIED PUBLIC ACCOUNTANTS

JEFFORY . STARK, C.P.A, 1100 WEST MEWAUKEE
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KEPMETH A, PUTZIER, C.PA, (RETIED) info@hpoocpa.comn

W3 HUNTZELMAN, C.PA TRBZ1-1987

INDEPENDENT AUDITOR'S BEPORT OM INTERNAL CONITROL OVER PINANCIAL BREPORTING AND
ON COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT OF FINANCIAL STATEMENTS
PERFORMED IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

Board of Trustees
Laurens Municipal Broadband Communications Utility
Lavrens, lowa

We have audited the accompanying financial statements of Laurens Municipa! Broadband Communications
Hitility, as of and for the year ended December 31, 2007, and have issued our report thereon dated June 23, 2008,
We conducted our audit in accordance with suditing standads generally accepted in the United States of America
and the standurds applicable to financial audits contained i Govermment Auditing Standards, issued by the
Comptroler General of the United States.

Iniernal Control Over Financial Reporang

In planning and performing our audit, we considered the Utility s internal control over financial reporting as
a basis for designing our auditing procedures for the purpose of expressing owr opinton on the financial
statements, but not for the parpose of expressing our opnion on the effectiveness of the Utthity’s mternal control
over financial reporting. Accordingly, we do not express an opindon on the effectiveness of the Utility™s internal
cemtrod over finapcial reporting,.

Our constderation of intermal control over financial reporting was for the hmited purpuse described in the
preceding paragraph and would not necessarily wdentify all defictencies mnternal control over Dnancial reporting
that might be significant deficiencies or material weaknesses. However, as discussed below, we identified certain
defigiencies i internal control over financial reporting that we consider to be significant deficiencies and other
defleiencies we consider o be material weaknesses.

A contred deliciency eosts wher the design or operation of the controel does not allow management or
crployees, i the nornnal course of performing their assigned Rinctions, fo prevent or detect nusstalements on a
tunety basis. A signiftcant deficiency 15 a control deficiency, or combination of contro} deficiencies, that
adversely affects the Utiity's ability to imbate, authorize, record, process, or report financial data reliably in
aceordance with US, generally accepted accounting principles such that there is move than a remote likelihood 2
misstatement of the Utility’s financial statements that is more than nconsequential will not be prevented or
detected by the Unlity’s amternal control. We consider the deficiencies i internal control described in the
accompanying Schedule of Findings to be significant deficiencies in internal control over financial veporting,

A matenial weakness 1s a signficant deficiency, or combination of significant deficiencies, that results in
more than a remote hikelibood a material misstatement of the financial statements will not be preveated or
detected by the Udlity”s arternal control,

Our consideration of the mternal conirol over financial reporting was for the Hmited purpose described in the
first paragraph of this section and would net necessarily identify all deficiencies in the internal control thas might
be significant deficiencies and, accordingly, would not necessarily disclose all significant deficiencies that are
also comnsidered fo be matenal weaknesses. However, of the stgnificant deDeiencies described above, we believe
terns (A} and (B) are material weaknesses.
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Comphance and Other Matters

As part of obtaining reasonable assurance about whether the Utilily’s financial statements are free of material
misstatement, we performed tests of its compliance with certain provisions of laws, regulations, and contracts.
noncompliance with which could have a direct and material effect on the determination of financial statement
amounts. However, providing an opinion on comphance with those provisions was not an obiective of our audit
and, accordingly, we do not express such an opinion.  The results of our tests disclosed no instances of
noncompliance or other matlers that are required to be reported under Government Auditing Standards.

Comments invelving statutory and other legal malters about the Utility’s operations for the year ended
December 31, 2007, are based exclusively on knowledge obtained from procedures performed during our audit of
the financial statements of the Utility. Since our audit was based on tests and samples, not all transactions that
might have had an impact on the comments were necessarily audited. The comments involving statutory and
other Jegal matters are not intended to constitute legal interpretations of those statutes.

The Utility’s responses to findings identified in our audit are described in the accompanying Schedule of
Findings. While we have expressed our conclusions on the Utility’s responses, we did not audit the responses
and, accordingly, we express no opinion on them.

This report, a public record by law, is intended selely for the mformation and use of the ofticials, employees,
and citizens of Laurens, fowa and other parties to whom Laurens Municipal Broadband Communications Utility
may report. This report is not intended to be and should not be used by anyone other than these specified parties.

We would like to acknowledge the many courtesies and assistance extended to us by personnel of the Utility
during the course of our sudit.

Should you have any questions concerning any of the above matters, we shalf be pleased to discuss them
with you at your convernience.

4
Tune 23, 2008 /’AW ?‘p



LAURFNS MUNICIPAL BROADBAND COMMUNICATIONS UTILITY
SCHEDULE OF FINDINGS

YEAR ENDED DECEMBER 31, 2007

Findings Related to the Financial Statements

INSTANCES OF NONCOMPLIANCE:

Wo matters were noted,

SIGNIFICANT DEFICIENCIES

(A)

(B)

Seerceation_of Duties - One important aspect of internal confrol is the segregation of duties

among  employees to  prevent an  individual employee from handling duties which are
incompatible. We noted that bank deposits, opening mail, recording receipts and disbursements.
checks and payroli preparation, and bank reconciliations are all handled by two indwiduals.

Recommendation - We realize that with a limited number of office employees, segregation of
duties is difficult. However, the Utility should review its control procedures to obtain the
masimum internal control possible under the circumstances.

Response - The Board of Trustees along with the General Manaper will review the financial
statements and internal control procedures, in detail, every month. The duties of opening mail, bank
deposits, recording receipts and dishursements, bank reconciliations and payroll preparation will be
menitored daily by the General Manager. The Utlity will continue to require two (2) signatures on
all check disbursements.

Conclusion - Response accepted.

Financial Reporting - We noted thati while management is capable of preparing accurate financial
statements that provide nformation sufficient for Utility board members to make management
decigions, reporting fmancial data reliably in accordance with LS. generally accepted accounting
principles ((GAAP) requires management o possess sufficient knowledge and expertise to select and
apply accounting principles and prepare year-end financial statements, including foolnote disclosures.
Management presently lacks the qualifications and trawning to appropriately flfill these
responsibilities, which is a commen situation 1 small entities.

Recommendation - Obtaining additional knowledge through reading relevant accounting literature
and attending local professional educational courses should help management significantly improve
in the ability to prepare and take responsibility for reliable GAAP financial statements.

Response - The Utility will work to obtain additional training for our staff in order to improve our
ability 1o prepare rehable monthly financial statements. The Utility will continue to work with our
auditors on a monthly basis in order to keep our records up to date.

Conclusion - Response accepted.



LAURENS MUNICIPAL BROADBAND COMMUNICATIONS UTILITY
SCHEDULE OF FINDINGS

YEAR ENDED DECEMBER 31, 2007

Other Findines Related to Statutory Reporting

I Budget - Utility expenditures during the year ended December 21, 2007, did not exceed the amounis
budgeted.
2. Ouestionable Expenditures - We noted no expenditures which may not meet the requirements of

public purpose as defined in an Attorney General’s opinion dated April 25, 1979.

el Fxpense - No expenditures of Utility money for travel expenses of spouses of Utility officials
or employees were noted.

3. Travel

4. Business Transactions - We noted no business transactions between the Utility and Utility officials or
employees.
5. Bond Coverage - Surety bond coverage of Utility officials and employees 15 in aceprdance with

statuiory provisions. The amount of coverage should be reviewed annually to msure that the
coverage is adequate for current operations.

6. - Minutes - No transactions were found that we believe should have been approved in the
Trustee minutes but were 1ot

7. Deposits and Investments ~ We noted no instances of son-compliance with the deposit and investment
provisions of Chapter 12B and 12C of the Code of {owa.

K. Telecommunications Services - No instances of noncompliance with Chapter 388,10 of the Code of lowa

were noted.
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